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the period for which the Fixed Charge Coverage Ratio is being calculated and on or prior to the date on which the 
event for which the calculation of the Fixed Charge Coverage Ratio is made (the “Calculation Date”), then the 
Fixed Charge Coverage Ratio will be calculated gh  in: pro foma effect to such incurrence, ssumption, 
Guarantee. repayment. repurchase or redemption of Indebtedness. or such issuance. repurchase or redemption of 
preferred stock. and the use of the proceeds therefrom as if the same had occurred at the beginning of the 
applicable four-quaner refcrence period. 

In addition. for purposes of cdculating thc Fixed Charge Coverage Ratio: 

(1) acquisitions that hJve been made by the specified Person or any of its Restricted Subsidiaries, 
including through mergers. consolidations or otherwise (including acquisitions of assets used in a 
Permitted Business) and including any related financing transactions. during the fourquaner 
reference period or subsequent to such reference period and on or prior to the Calculation,Date will 
be given pro forma effect as if  they had occurred on the first day of the four-qumer reference 
period. including any pro forma expense and cost reductions that have occurred or are reasonably 
expected to occur. in the reasonable judgment of the chief financial officer of Illinois Power 
(regardless of whether those cost savings or operating improvements could then be reflected in pro 
forma fmancial statements in accordance with Regulation S-X promulgated under the Securities 
Act or any other regulation or policy of the Commission related thereto); 

( 2 )  the Consolidated Cash Flow attributable to discontinued opepions, as determined in accordance 
with G A M ,  and operations or businesses disposed of prior tb the Calculation Date, will be 
excluded; and 

(3) the Fixed Charges atmbutable to discontinued operations. as determined in accordance with 
GAM’, and operations or businesses disposed of prior to the Calculation Date, will be excluded, 
but only to the extent that the obligations giving rise to such Fixed Charges will not be obligations 
of the specified Person or any of its Resnicted Subsidiaries following the Calculation Date. 

“GrlAP” means generally accepted accounting principles set forth in the opinions and pronouncements 
of the Accounting F’rinciples Board of the American Institute of Certified Public Accountants and statements and 
pronouncements of the Financial Accounting Standards Board or in such other statements by such other entity as 
have been approved by a significant se,ment of the accounting profession, which are in effect on the original 
issue date of the Offered Bonds. 

“Guaranree” means a guarantee other than by endorsement of negotiable inswments for collection in 
the ordinary course of business. direct or indirect. in any manner including, without limitation, by way of a 
pledge of assets or through letters of credit or reimbursement agreements in respect thereof. of all or any part of 
any Indebtedness. 

“Hedging Obligations” means, with respect to any specified Person, the net obligations (not the notional 
amount) of such Person incurred in the normal course of business and not for speculative purposes under: 

(1) interest rate swap agreements. interest n tecap  agreements and interest rate collar agreements 
designed to protect the Person entering into the agreement against fluctuations in interest rates with 
respect to Indebtedness incurred and not for purposes of speculation; 

( 2 )  foreign exchange contracts and currency protection agreements entered into with one of more 
financial institutions designed to protect the Penon entering into the agreement against fluctuations 
in currency exchange rates with respect to Indebtedness incurred and not for purposes of 
speculation; 

(3) any commodity futures contract, commodity option or other similar agreement or arrangement 
designed to protect against fluctuations in the price of commodities used by that Person at the time: 
and 

. 
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(1) other agreements or arnngements designed to protect such Person against fluctuations in interest 
rates or currency exchange rates. 

”li~ileDrerl~iess“ means. with respect to any specified Person. any indebtedness of such Person, whether 
or not contingent: 

f I 1  in respect of borrowed money: 

1 3  evidenced by bonds. notes. debentures or similar instruments or letters of credit (or reimbursement 
agreements in respect thereof other than letters of credit taken out by such Person in the ordinary 
course of business. to the extent not drawn): 

t 3  I in respect of bon~er‘s’acceptances: 

(4) representing Capital Lease Obligations: 

(3 representing the balance deferred and unpaid of the purchae price of any property. except any such 
balance that constitutes an accrued expense or uade payable: or 

(61 representing m y  Hedging Obligations. 

if and to the extent any of the preceding items (other than letters of credit and Hedging Obligations) would 
appear as a liability upon a balance sheet of the specified Person prepared in accordance with G . W .  In addition. 
the term ”Indebtedness” includes all Indebtedness of others secured by il Lien on any asset of the specified 
Person (whether or not such Indebtedness is assumed by the specified Person) and, to the extent not otherwise 
included. the Guarantee by the specified Person of any Indebtedness of any other Person. 

The amount of any Indebtedness outstanding as of any date will be: 

(1) the accreted value of the Indebtedness, in the case of any Indebtedness issued with original issue 
discount: and 

(2 )  the principal amount of the Indebtedness. together with my interest on the Indebtedness that is 
more than 30 days past due. in the case of any other Indebtedness. 

‘lnwsfmenr Grade Raring” means a rating equal to or higher than Baa3 (or the equivalent) by Mmdy’s 
or BBB- (or the equivalent) by Standard & Poor’s. 

“lnvesnnents” means, with respect to any Person, all direct or indirect investments by such Person in 
other Persons (including Affiliates) in the forms of loans (including Guarantees or other obligations), advances or 
capital contributions (excluding commission. moving, travel and similar advances to ofticers and employees 
made in the ordinary course of business), purchases or other acquisitions for consideration of Indebtedness, 
Equity Interests or other securities, together with all items that are or would be classified as investments on a 
balance sheet prepared in accordance with GAAP. If I l l iois Power or any Subsidiary of Illinois Power sells or 
otherwise disposes of any Equity Interests of any direct or indirect Subsidiary of Illinois Power such that, after 
giving effect to any such sale or disposition, such Person is no longer a Subsidiary of Illinois Power, Illinois 
Power will be deemed to have made an Investment on the date of any such sale or disposition equal to the fair 
market value of the Equity Interests of such Subsidiary not sold or disposed of in an amount determined as 
provided in the final paragraph of the Triggering Event described above under the caption “-Triggering 
Events-Restricted Payments.” The acquisition by Illinois Power or any Subsidiary of Illinois Power of a Person 
that holds an Investment in a third Person will be deemed to be an Investment by Illinois Power or such 
Subsidiary in such third Person in an mount  equal to the fair market value of the Investment held by the 
acquired Person in such third Person in an amount determined as provided in the final paragraph of the 
Triggering Event described above under the caption “-Triggering Events-Restricted Payments.” 
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“Lien” means. with respect to any asset. any  mortgage. lien, pledge. charge. security interest or 
encumbrance of any kind in respect of such asset. whether or not filed. recorded or otherwise perfected under 
applicable law. including any conditional sale or other title retention agreement. any lease in the nature thereof. 
any option or other agreement to sell or give a security interest in and any filing of or agreement to give any 
financing statement under the Uniform Commercial Code (or equivalent statutes) of any jurisdiction other than a 
precautionq financing statement representing a Ic3ssc nor intended as a security agreement. - 

“Moo~l~’s” means Moody‘s Investors Service. Inc. or any successor to the rating agency business 
thereof. 

“?Jet Income“ means. with respect to any specified Person, the ner income (loss, of such Person, 
determined in accordance with GAAP and before any reduction in respect of preferred stock dividends, 
excluding, however: 

(1) the aggregate gain (but not loss in excess of such aggregate gain). together with any related 
provision for taxes on such gain (but not loss in excess of such aggregate gain). realized in 
connection with: (a) any Asset Sale: or (b) the disposition of any securities by such Person or any 
of its Subsidiaries or the extinguishment of any Indebtedness of such Person or any of its 
Subsidiaries; and 

( 2 )  the aggregate extraordinary, unusual or non-recumng Zain (but not loss in excess of such aggregate 
extraordinary gain), together with any related provision for taxes on such extraordinary gain (but 
not loss). 

“,Vet Proceeds‘’ means the aggregate proceeds received by Illinois Power or any of its Restricted 
Subsidiaries in respect of any Asset Sale in cash or Cash Equivalents (including, without limitation, any cash 
received upon the sale or other disposition of any non-cash consideration received in any Asset Sale), net of the 
direct costs relating to such Asset Sale, including, without limitation, legal, accounting and investment banking 
fees, and sales commissions, and any relocation expenses incurred as a result of the Asset Sale, taxes paid or 
estimated to be payable as a result of the Asset Sale. in each case, after taking into account any available tax 
credits or deductions and any tax sharing arrangements, amounts required to be applied to the repayment of 
Indebtedness secured by a Lien on the asset or asseB that were the subject of such Asset Sale and any reserve for 
adjustment in respect of the sale price of such asset or assets established in accordance with G A M .  

“Non-Recourse Debt” means Indebtedness: 

(1) as to which neither Illinois Power nor any of its Restricted Subsidiaries (a) provides credit support 
of any kind (including any undertaking, agreement or instrument that would constitute 
Indebtedness), (b) is directly or indirectly liable as a guarantor or otherwise, or (c) constitutes the 
lender; 

(2)  no default with respect to which (including a iy  rights that the holders of the Indebtedness may 
have to take enforcement action against m- Unreshicted Subsidiary) would permit upon notice, 
lapse of time or both any holder of any other Indebtedness (other than the Offered Bonds) of 
Illinois Power or any of its Restricted Subsidiaries to declare a default on such other Indebtedness 
or cause the payment of the Indebtedness to be accelerated or payable prior to its Stated Maturity; 
and 

(3) as to which the lenders have been notified in writing that they will not have any recourse to the 
stock or assets of Illinois Power or any of its Restricted Subsidiaries. 

. . 

“Ub[igarions” means any principal, interest, penalties, fees, indemnifications. reimbursements, damages 
and other liabilities payable under the documentation governing any Indebtedness. 
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”PrrmirredBiisiness” means any business that derives a majority of its revenues from the business .- 

engaged in by Illinois Power and its Restricted Subsidiaries on the original issue date of the Offered Bonds and/ 
or activities that are reasonably similar. ancillary. incidental. complemenrary or related to. or a reasonable 
extension. development or expmsion of. the businesses in which Illinois Power and its Restricted Subsidiaries 
are engaged on the original issue daw of the Offered Bonds. s determined in good faith by the Board of 
Directors of Illinois Power. 

“Pennirred fiivesnnrnrs” means: 

I 1) any Investment in Illinois Power or in a Restricted Subsidiary of Illinois Power (excluding 
redemptions. purchases. acquisitions or retirements of Equity lnteresrs of Illinois Power); 

( 2 )  any Investment in Cash Equivalents: 

(3) any Investment by Illinois Power or m y  Restricted Subsidiary of Illinois Power in a Person, if as a 
result of such In~estment: 

(a) such Person becomes a Restricted Subsidiary of Illinois Power, or 

(bj such Person is merged. consolidated or amalgamated with or into. or transfm or conveys 
substantially all of its assets to. or is liquidated into. Illinois Power or a Restricted Subsidiary 
of Illinois Po~vcr: 

(1) any Investment made as a result of the receipt of consideration consisting of other than cash or 
Cash Equivalents from (a) an Asset Sale that was made pursuant to and in compliance with the 
provisions described above under the caption “‘-Repurchase at the Option of Holders-Asset 
Sales,” or (b) a disposition of assets not constituting an Asset Sale pursuant to clause (1) of the 
items deemed not to be Asset Sales under the definition of“Asset Sale;” 

( 5 )  any acquisition of assets to the extent it is in exchange for the issuance of Equity Interests (other 
than Disqualified Stock) of minois Power; 

(6) any Investments received in compromise of obligations of nade creditors or customers that were 
incumd in the ordinary course of business, including pursuant to any  plan of reorganization or 
similar arrangement upon the bankruptcy or insolvency o i  any trade creditor or customer 

(7) Hedging Obligations; 

(8) payroll advances or loans in the ordinary course of business to officers and employees of Illinois 
Power or any of its Restricted Subsidiaries, so long as the aggregate principal amount of such 
advances or loans that constitute Investments does not esceed $1.0 million at any one time 
outstanding: 

(9 )  any Investments made in accordance with clause (5 )  of the definition of “Asset Sales” with respect 
to items not deemed to be Asset Sales; and 

(10) other Investments in any Person that is not also a Restricted Subsidiay of Illinois Power having an 
aggregate fair market value (measured on the date each such Investment was made and without 
giving effect to subsequent changes in value), when taken together with all other Investments made 
pursuant to this clause (IO) since the original issue date of the Offered Bonds, not to exceed 
$5 million. 
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"Pennitred Liens" means: 

(1) Liens securing my Indebtedness under a Credit Facility that was permitted by the terms of the 
Supplemental Indenture to be incurred. m d  a11 Obligations and Hedging Obligations relating to 
such Indebtedness: 

12) Liens in favor o i  Illinois Power or any S u b s i d i q  Guanntors: 

13) Liens on propeny of a Person existing at the time such Person is merged with or into or 
consolidated with Illinois Power or an>- Restricted Subsidiary of Illinois Power: prormided that such 
Liens were in cxistence prior to the contemplation of such merger or consolidation and do not 
extend to any assets other than those of the Person merged into or consolidated with Illinois Power 
or the Restric:ed Subsidiary: 

(4) Liens on property existing at the time o i  acquisition of the property by Illinois Power or any 
Restricted Subsidiary of Illinois Power. provided that such Liens were in existence prior to the 
contemplation of such acquisition: 

(5) Liens to secure the performance of statutory obligations. sure? or appeal bonds, performance 
bonds or other obligations of a like nature incurred in the ordinary course of business; 

(6)  Liens to secure Indebtedness (including Capital Lease Obligations) permitted by clause (4) of the 
second paraqaph of the Triggering Event entitled "-Triggering Events-Incurrence of 
Indebtedness and Issuance of Preferred Stocs' covering only the assets acquired with such 
Indebtedness; 

(7) Liens securing Existing Indebtedness (including the Lien of the Mortgage); 

(8) Liens for taxes. assessments or governmental charges or claims constituting Indebtedness that are 
not yet delinquent or that are being contested in good faith by appropriate proceedings promptly 
instituted and diiigently concluded, provided that any reserve or other appropriate provision as is 
required in conformity with GAAP has been made therefor; 

(9) Liens incurred in the ordinary course of business of Illinois Power or any Restricted S u b s i d i q  
with respect to Indebtedness or Attributable Debt (including Hedging Obligations) that does not 
exceed $15 d l i o n  at any one time outstanding; 

(10) Liens to secure Indebtedness permitted by clauses (7). (13) or (11) of the second p a r a p p h  of the 
Triggering Event entitled "-Triggering Events-Incurrence of Indebtedness and Issuance of 
Preferred Stock:" 

(1 1) Liens securing the Offered Bonds or any other Indebtedness issued or to be issued under the 
Mongaze that was permitted to be incurred under the terms of the Triggering Event described 
above under "-Triggering Events-Incurrence of Indebtedness and Issuance of Preferred Stock;" 

(12) Liens securing Permitted Refinancing Indebtedness incurred to refinance Indebtedness that was 
previously so secured, provided that any such Lien is limited to all or part of the same property or 
assets (plus improvements, accessions, proceeds or dividends or distributions in respect thereof) 
that secured (or. under the written amngements under which the original Lien arose, could secure) 
the Indebtedness being refinanced or is in respect of property that is the security for a Permitted 
Lien hereunder: - 

(13) Liens, including pledges, rights of offset and bankers' liens, on deposit accounts, instruments, 
investment accounts and investment property (including cash, cash equivalents and marketable 
securities) from time to time maintained with or held by any financial andor depository 
institutions, in each case solely to secure any and all Indebtedness or Attributable Debt now or 
hereafter existing of Illinois Power or any of its Restricted Subsidiaries in connection with any 
deposit account. investment account or cash management service (including ACH, Fedwire, 
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CHIPS. concentration and zero balance accoun&. and controlled disbursement. lockbox or 
restricted accountsi now or hereafter provided by any financial and/or depository institutions to or 
for the benefit of Illinois Power. any of its Restricted Subsidiaies or any special purpose entity 
directly or indirectly providing loans to or making receivables purchases from Illinois Power or any 
of its Restricted Subsidiaries: and 

( 14) Liens resulting from the creation and zstablishment of intmgible transition property pursuant to a 
transitional funding order issued by the ICC. 

”Perniirred Refinancing Indebredness” means any Indebtedness of Illinois Power or any of its Restricted 
Subsidiaries issued in exchange for. or the net proceeds of which are used to extend, refinance. renew. replace. 
defease or refund other Indebtednsss of Illinois P o w r  or any of its Restricted Subsidiaries or a Transitional 
Funding Trust (,other than intercompany Indebtedness). or issuzd in replacement of any such Indebtedness repaid 
or otherwise retired within the preceding three months: provided th;lt: 

(1) the principal amount (or accreted value. if  applicablej of such Permitted Refinancing Indebtedness 
does not exceed the principal amount (or accreted value. if applicable) of the Indebredness 
extended. refinanced. renewed, replllccd. defeased or refunded (plus all accrued and unpaid interest 
on the Indebtrdness m d  the amount of a11 expenses and premiums incurred in connection 
therewith): 

( 2 )  such Permitted Refinancing Indebtedness has a final maturity date later than the find maturity date 
of, and has a Weighted Average Life to Maturity equal to or greater than the Weighted Average 
Life to Maturity of, die Indebtedness being extended, refinanced. renewed. replaced. defeased or 
refunded, provided. however, that if such Permitted Refinancing Indebtedness is issued in 
exchange for, or the net proceeds of which are used for the purpose of, extending, refinancing, 
renewing. replacing, defeasing or refunding Indebtedness of a Transitional Funding Trust such 
Permitted Refinancing Indebtedness has a final marurity date later than the final maturity date of, 
and has a Weighted Average Life to Maturity greater than the Weighted Average Life to Maturity 
of, the Offered Bonds; 

(3) if the Indebtedness being extended, refinanced, renewed. replaced, defeased or refunded is 
contractually subordinated in right of payment to the Offered Bonds, such Permitted Refinancing 
Indebtedness has a final maturity date later than the final maturity date of, and is subordinated in 
right of payment to. the Offered Bonds on terms at least as favorable to the holders of Offered 
Bonds as those contained in the documentation governing the Indebtedness being extended, 
refinanced. renewed, replaced, defeased or refunded; and 

(4) if Illinois Power is the obligor on the Indebtedness beins extended, refinanced, renewed, replaced, 
defeased or refunded, then such Permitted Refinancing Indebtedness is solely the Indebtedness of 
Illinois Power. 

“Person” means any individual, corporation. partnership, joint venture, association, joint-stock 
company, trust, unincorporated organization, limited liability company or government or other entity. 

*Ruting Agencies” means Standard & Poor’s and Moody’s, or if Standard & Poor’s or Moody’s or both 
shall not make a rating on the Offered Bonds publicly available. a nationally recognized statistical rating agency 
or agencies, as the case may be, selected by Illinois Power (as certified by a resolution of its Board of Directors) 
which shall be substituted for Standard & Poor’s or Moody’s or both. as the case may be. 

”Restricred Invesiment” means an Investment other than a Permitted Investment 

“Restricred Subsidiary” of a Person means any Subs id iq  of the referent Person that is not an 
Unrestricted Subsidiay. 

”Services and Facilities Agreement” means the Services and Fac es Agreement, dated as of June 27, 
2000. among Dynegy. Illinois Power and Illinova, as amended, restated, modified, renewed or replaced in whole 

93 



Section 285.305 p) 
Page 149 of 182 

or in pan from time to time. provided that any such arnendmens reswtement. modification. renewal at 

replacement shall have been approved by appropriate regulatory authorities. 

“Significant Subsidiary” means any Subsidiary that would be a “significant subsidiary” as defined in 
Article 1. Rule 1-02 of Regulation S-X. promulgated pursuant to the Securities Act, as such Regulation is in 
effect on the original issue date of the Offered Bonds. 

”Srurrdurd & Poor’s“ means Standard & Poor‘s Ratings Scwices. a division of The McGraw-Hill 
CompaGes. Inc.. or any succfssor to the rating agency business thereof. 

“Stared ?/larurin” means, with respect to any installment of interest or principal on any series of 
Indebtedness. the date on which the payment of interest or principal was scheduled to be paid in the original 
documentation governing such Indebtedness. and will not include any contingent obligations to repay, redeem 01 

repurchase my such interest or principal prior to the date originally scheduled for the payment thereof. 

”Sirbsidiar?;” means. with respect to any specified Person: 

(1)  any carporxion. association or other business entity of which more than 50% of the total voting 
power of shares of Capital Stock entided (without regard to the occurrence of any contingency) to 
vote in the election of directors. managers or trustees of the corporation, association or other 
business entity is at the time owned or controlled, directly or indirectly, by that Person or one or 
more of the other Subsidiaries of that Person (or a combination thereof); and 

(1) any pmersh ip  (a) the sole general parmer or the managing ieneral parmer of which is such 
Person or a Subsidiary of such Person or (b) the only general partners of which are that Person or 
one or more Subsidiaries of that Person (or any combination thereof). 

A Transitional Funding Trust will not be deemed to be a Subsidiary of Illinois Power or any of its 
Subsidiaries notwithstanding that the financial results of such Transitional Funding Trust are consolidated with 
those of Illinois Power in accordance with GAAP. except for purposes of calculating the Fixed Charge Coverage 
Ratio and its components (including Consolidated Net Income). 

“Subsidiary Guaranree” means any Guarantee of the Offered Bonds to be executed by any Subsidiary of 
nlinois Power pursuant to the Triggering Event described above under “Triggering Events-Fume Subsidiary 
Guarantees.” 

“Subsidiary Guaranrors” means any Subsidiary of nlinois Power that executes a Subsidiary Guarantee 
in accordance with the provisions of the Mortgage, and their respective successors and assigns. 

accordance with a transitional funding order of the ICC. 
“Transirional Funding Notes” means any debt securitia issued by a Transitional Funding Trust in 

“Transitional Funding Tnrsr” means Illinois Power Special Purpose Trust or any future similar entity, 
the only assets of which are the intangible transition property which is the right to receive transition charges 
collected by Illinois Power. - 

“Unresrricted Subsidiary” means any Subsidiary of Illinois Power that is designated by the Board of 
Directors as an Unrestricted Subsidiary pursuant to a Board Resolution, but only to the extent that such 
Subsidiary: 

A) has no Indebtedness other than Nan-Recoune Debt; 

(2) is not party to any agreement, contract, arrangement or understanding with IUinois Power or any 
Restricted Subsidiary of Illinois Power unless the terms of any such agreement, contract, 
arrangement or understanding are no less favorable to Illinois Power or such Restricted Subsidiary 
than those that might be obtained at the time from Persons who are not Affiliates of Illinois Power; 
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(3) is a Person with respect to which neither Illinois Power nor any of its Restricted Subsidiaries has 
any direct or indirect obligation (a1 to subscribe for additional Equity Interests or (b) to maintain or 
preserve such Person‘s financial condition or to cause such Person to achieve any specified levels 
of operating results: 

1.4) has not gumnteed or otherwise directly or indirectly provided credit support for any Indebtedness 
of Illinois Power or any of its Restricted Subsidiaries: and 

1 5 )  has at least one director on its Board of Directors that is not a director or executiL-e officer of 
Illinois Power or any of its Restricted Subsidiaries and h a  at least one executive officer that is not 
a director or executive officer of Illinois Power or any of its Rtstricted Subsidiaries. 

Any designation of a Subsidiary of Illinois Power xs an Unrestricted Subsidiary will be evidenced to the 
Trustee by iiling with the Trustee a certified copy of the Board Resolution giving effect to such designation and 
an officer’s certificxe ceniFying that such designation complied with the preceding conditions and was permitted 
by the Triggering Event described above under the caption “-Triggering Events-Restricted Payments.” If, at 
any time, any Unresticted Subsidiary would fail to meet the preceding requirements as an Unresmcted 
Subsidiary. it will thereafter cease to be an Unrestricted Subsidiary for purposes of the Mortgage and any 
Indebtedness of such Subsidiary will be deemed to.be incurred by a Restricted Subsidiary of Illinois Power as of 
such date and. if such Indebtedness is not permitted to be incurred as of such date under the Trizgering Event 
described under the caption “-Triggering Events-Incurrence of Indebtedness and Issuance of Preferred Stock,” 
such a Triggering Event will occur. 

“Voting Stock” of any Person as of any date means the Capital Stock of such Person that is at the time 
entitled to vote in the election of the Board of Directors of such Person. 

“Weighred Average Life io AMurnn~”  means, when applied to any Indebtedness at any date, the number 
of years obtained by dividing: 

(1) the sum of the products obtained by multiplying fa) the amount of each then remaining installment, 
sinking fund, serial maturity or other required payments of principal, including payment at final 
maturity, in respect of the Indebtedness, by (%) the number of years (calculated to the nearest one- 
twelfth) that will elapse between such date and the making of such payment: by 

( 2 )  the then outstanding principal amount of such Indebtedness. 

“1VhoU.v Owned Subsidion” means, with respect to any specified Person: 

(1) any Subsidiary of which 100% of the total voting power of shares of Capital Stock entitled 
(without regard to the occurrence of arry contingency) to vote in the election of directors. managers 
or hustees of the Subsidiary is at the time owned or controlled, directly or indirectly, by that Person 
or one or more of the other Subsidiaries of that Person (or a combination thereof): and 

which are owned, directly or indirectly. by that Person or one or more other Subsidiaries of that 
Person (or any combination thereof). 

(2) any Subsidiary all the general partnership interesrr, and limited partnership interests. if any, of 

Dc asance 

Mortgage Bond or bonds, or any pottion of the principal amount thereof, will be deemed to bave 
been paid for purposes of the Mortgage and the entire indebtedness in respect thereof will be deemed to have 
been satisfied and discharged, if there has been irrevocably deposited with the Trustee, in trust: 

money in the amount which will be sufficient, or 

“eligible obligations” (as described below) which do not contain provisions permitting the 
redemption or other prepayment thereof at the option of the issuer thereof, the principal of and the 
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interest on which when due. without any regard to reinvestment thereof. will provide monies that 
will be sufficient. or 

a combination of the foregoing which will be sufficient. - 
to pay when due t h s  principal of and premium. i f  any. and interest. if any. due and to become due on 

such Nong3ze Bond or bonds or portions thereof. 

For this purpose. "eligible obligations" include direct obligations of, or obligations unconditionally 
guwanteed by, the United Stxes of America. entitled to the benefit of the full faith and credit thereof, and 
certificates. depository receipts or other instruments which evidence a direct ownership interest in such 
obligations or in any specitic interest or principal payments due in respect thereof, 

Resignation and Removal of the Trustee 

The Trustee may resign at any time by giving written notice thereof to us or may be removed at any 
time by act of the holders o f 3  majority in principal amount of Mortgage Bonds then outstanding delivered to the 
Trustee and us. No resignation or removal of the Trustee and no appointment of a successor rmstee will become 
effective until the acceptance of appointment by a successor trustee in accordance with the requirements of the 
Mortgage. So long as no mortgage event of default or event which. after notice or lapse of time, or both, would 
become a mortgage event of default has occurred and is continuing, if we have delivered to the Trustee a 
resolution of our Board of Directors appointing a successor trustee and such successor has accepted such 
appointment in accordance with the rems of the Mortgage, the Trustee will be deemed to have resigned and the 
successor will be deemed to have been appointed as trustee in accordance with the IMortgape. 

Concerning the Trustee 

BAT Midwest Trust Company. as successor Trustee under the Mortgage, has been a regular depositoly 
of our funds and the trustee with respect to certain of our other debt obligations. As Trustee, BNY Midwest Trust 
Company would have a conflicting interest for purposes of the Trust Indenme Act if a mortgage event of default 
were to occur under the Mortgage. In that case, BNY Midwest Trust Company may be required to eliminate such 
conflicting interest by resigning as Trustee. There are other instances under the Trust Indenture Act that would 
require the resignation of the Trustee if a mortgage event of default were to occur. such as an affiliate of the 
Trustee acting as underwriter with respect to any of the Mortgage Bonds. 

Transfer 

The transfer of Mortgage Bonds may be registered and Mortgage Bonds may be exchanged for other 
Mortgage Bonds of the Same series and tranche, of authorized denominations and of like tenor and ag--gate 
principal mount,  at the office of BNY Midwest Trust Company of Chicago, Ulinois, as bond registrar for the 
Mortgage Bonds. We may chmge the place for registration of transfer of the Mortgage Bonds, may appoint one 
or more additional bond regisms (including us) and mayremove any bond registrar, all at our discretion. No 
service charge will be made for any transfer or exchange of the Mortgage Bonds, but we may require payment of 
a sum sufficient to cover any tax or other governmental charge that may be imposed in connection with any 
registration of transfer or exchange of the Mortpase Bonds. We will not be required to issue and no bond 
registrar will be required to re-ster the transfer of or  to exchange: * 

* Mortgage Bonds of any series (includinp the Mortgage Bonds) during a period of 15 days prior to 
piving any notice of redemption, or 

any Mortgage Bond selected for redemption in whole or in part, except the unredeemed podon Of 
any Mortgage Bond being redeemed'in pan. 
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Governing Law 

The Mortgage is. and the Supplemental Indenture and the Offered Bonds will be. governed by and 
construed in accordance with the laws of the State of Illinois. 

Book-Entry Delivery and Form 

Offered Bonds will be issued only in fully registered form. without interest coupons. in denominations 
of 51.000 and integral multiples thereof. Offered Bonds will not be issued in bearer form. Offerzd Bonds sold in 
this offsring will be issued only against payment in immediately available funds. 

Offered Bonds initiall!. d l  be represented by one or more Offered Bonds in registered. global form 
without interest coupons (collcctively. the “Global Offered Bonds” ). The Global Offered Bonds will be 
deposited upon issuance with the Trustee as custodian for DTC in N e u  York. New York. and registered in the 
name of DTC or its nominee. in each case for credit to an account of a direct oc indirect pmicipant in DTC as 
described below. 

Global Offered Bands. including beneficial interests in the Global Offered Bonds. will be subject to 
certain restnctions on transfer and will bear restnctive legends as describsd under “Notices to Investors.” 

Except 2s set forth below, h e  Global Offered Bonds may be amsfei-red. in whole and not in pan, only 
to another nominee of DTC or to a successor of DTC or its nominee. In addition, transfer of benzficial interests 
in the Global Offered Bonds will be subject to the applicable rules and procedures of DTC and its direct or 
indirect panicipants, which may change from time to h e .  Beneficial interests in the Global Offered Bonds may 
not be exchanged for Offered Bonds in certificated form except in the limited circumstances described below. 
Please read “‘- Exchange of Book-Entry Offered Bonds for Certificated Offered Bonds.” 

Initially. the Trustee will act as paying agent and registrar. The Offered Bonds may be presented fa1 
registration of transfer and exchange at the offices of the registrar. 

€Kchange of Book-En? Offered Bonds for Certijicared Offered Bonds 

A beneficial interest in a Global Offered Bond may not be exchanged for an Offered Bond in 
certificated form unless: 

(i) DTC (XI notifies us that it is unwilling or unable to continue as depositary for the Global Offered 
Bond or (y) has ceased to be a clearing agency registered under the Exchange Act, and in either case 
we thereupon fail to appoint a successor depositary within 90 days; 

Bonds in certificated form; or 

lapse of time or both would be an Evenr of Default with respect to the Offered Bonds. 

(ii) we, at our option, notify the Trustee in writing of our election to cause the issuance of the Offered 

(iii) there shall have occurred and be continuing an Event of Default or any event which after notice or 

In all cases. certificated Offered Bonds delivered in exchange for any Global Offered Bond or beneficial 
interests in such Global Offered Bond will be registered in the names, and issued in any approved denominations, 
requested by or on behalf of the depositary, in accordance with its customary procedures. Any certificated 
Offered Bond issued in exchange for an interest in a Global Offered Bond will bear the legend restricting 
transfers that is borne by such Global Offered Bond. Any such exchange will be effected through the DTC‘s 
DepositlWithdrawal at Custodian system and an appropriate adjustment will be made in the records of the 
registrar of the Offered Bonds to reflect a decrease in the principal amount of the relevant Global Offered Bond. 
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Cenain Buuk-Enrr?r Proceduresfor Globnl Offered Bunds 

The following dejcription of the operations m d  procedures of DTC are provided solely as a matter of 
convenience. These operations and procedures are solely within the control of the DTC settlement system and 
subject to changes by them. n'e take no responsibility for these operations and procedures and urge investors to 
contact the system or their participants directly to discuss these matters. 

-DTC h ~ s  advised us that DTC is a limited-purpose trust company created to hold securities for its 
participating organizations Icollectively. the "Participants") and to facilitate the clearance and settlement of 
transactions in those securities between Participants through electronic book-entry changes in accounts of its 
Participants. The Participants include securities brokers and dealers (including the initial purchasers), banks. trust 
companies. clearing corpar~tions and cenain other orsanizations. Access to DTC's system is also available to 
other entities such as banks.. brokers. dealers and trust companies that clear through or maintain 3 custodial 
relationshp with a Participant. either directly or indirectly (collectively. the "Indirect Participants"). Persons who 
are not Panicipants may beneficially own securities held by or on behalf of DTC only through the Participants or 
the Indirect Participants. The ownership interests in. and transfers of ownership interests in. each security held by 
or on behalf of DTC are recorded on the records of the Participants and Indirect Participants. 

DTC has also advised us that, purs'uant to procedures established by it: 

(1) upon deposit of the Global Offered Bonds. DTC will credit the accounts of Participants designated 
by the initial purchasers with portions of the principal moun t  gf the Global Offered Bonds: and 

( 2 )  ownership of these interests in the Global Offered Bonds will be shown on, and the transfer of 
ownership thereof will be effected only through. records maintained by DTC (with respect to the 
Participants) or by the Participants and the Indirect Participants (with respect to other owners of 
beneficial interest in the Global Offered Bondsj. 

Investors in the Global Offered Bonds who are Panicipants in DTC's system may hold their interests 
therein directly though DTC. Investors in the Global Offered Bonds who are not Participants may hold their 
interests therein indirectly through organizations which are Participants in such system. All interests in a Global 
Offered Bond may be subject to the procedures and requirements of DTC. The laws of some states require that 
certain persons take physical delivery in definitive form of securities that they own. Consequently, the ability to 
transfer beneficial interests in a Global Offered Bond to such persons will be limited to that extent. Because DTC 
can act only on behalf of Panicipants, which in tum act on behalf of Indirect Participants, the ability of a person 
having beneficial interests in a Global Offered Bond to pledge such interests to persons that do not participate in 
the DTC system. or otherwise take actions in respect of such interests. may be affected by the lack of a physical 
certificate evidencing such interests. 

Except as described herein, owners of interests in the Global Offered Bonds will not have Offered Bonds 
registered in their names, will not receive physical delivery of Offered Bonds in certificated form and will 
not be considered the registered owners or holders thereof under the Mortgage for any purpose. 

Payments in respect of the principal of, and interest and premium, if any, on a Global Offered Bond 
registered in the name of DTC or its nominee will be payable to DTC in its capacity as the registered holder 
under the Mortgage. Under the terms of the Mortgage. we and the Trustee will treat the persons in whose names 
the Offered Bonds, including the Global Offered Bonds, are registered as the owners thereof for the purpose of 
receiving payments and for a l l  other purposes. Consequently, neither we nor the Trustee nor any of our respective 
agents hasor will have any responsibility or liability for: 

(1) any aspect of DTC's records or any Participant's or Indirect Participant's records relating to or 
payments made on account of beneficial ownership interests in the Global Offered Bonds or for 
maintaining, supervising or reviewing any of DTC's records or any Participant's or Indirect 
Participant's records relating to the beneficial ownership interests in the Global Offered Bonds; or 
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( 2 )  any other matter relating to the actions and practices of DTC or any of its Participants or Indirect 
Pmicipants. 

DTC has advised us h a t  its current practice, upon receipt of any payment in respect of securities such as 
the Offered Bonds (including principal and interest). is to credit the accounts of the relevant Participants with the 
payment on the payment date unless DTC has reason to believe it will not receive payment on such payment 
date. Each relcvant Participant is credited with an amount proportionate to its beneficial ownership of an interest 
in  the principal amount of the relevant security as shown on the records of DTC. Payments by the Panicipants 
and the Indirect Participants to the beneficial owners of Offered Bonds will be governed by swnding instructions 
and customary practices 2nd will be the responsibility of the Participants or the Indirect Participants and will not 
be the responsibility of DTC. the Trustee or us. Neither we nor the Trusree will be liable for any delay by DTC or 
any of its Pmicipants i n  identifying the beneficial owners of the Offered Bonds, and we and the Trustee may 
conclusively rely on and will be protected in relying on instructions from DTC or its nominee for all purposes. 

Subject to the transfer restrictions set fonh under “Notices to Investors,” transfers benveen Participants 
in DTC will be effected in accordance with DTC’s procedures. and will be settled in same-day funds. 

DTC has advised ius that it will take any action permitted to be taken by a holder of Offered Bonds only 
at the direction of one or more Pmicipants to whose account DTC has credited the interests in the Global Offered 
Bonds and only in respect of such portion of the aggrezate principal amount of the Offered Bonds as to which 
such Participant or Pmicipants has or have given such direction. However. if there is an event of default under 
the Offered Bonds. DTC resemes the right to exchange the Global Offered Bonds for legended bonds in 
certificated form. and to distribute such bonds to its Pmicipants. 

Although DTC has ageed  to the foregoing procedures to facilitate nansfers of interests in the Global 
Offered Bonds among panicipants in DTC, it is under no obligation to perform or to continue to perform such 
procedures. and may discontinue such procedures at any time. Neither we. nor the Trustee or any of our 
respective agents. will have any responsibility for the performance by DTC or its respective participants or 
indirect participants of their respective obligations under the d e s  and procedures governing their operations. 

Same Date Settlement and Payment 

We will make payments in respect of the Offered Bonds represented by the Global Offered Bonds 
(including principal, premium, if any, and interest) by wire transfer of immediately available funds to the 
accounts specified by the holder of the Global Offered Bond. We will make all payments of principal. interest 
and premium, if any. with respect to certificated Offered Bonds by wire uansfer of immediately available funds 
to the accounts specified by the holders thereof or, if no such account is specifid by mailing a check to each 
such holder’s registered address. The Offered Bonds represented by the Global Offered Bonds are expected to be 
eligible to trade in the PortalsM Market and to trade in D T C s  Same-Day Funds Settlement System, and any 
permitted secondary market trading activity in such Offered Bonds will. therefore, be required by DTC to be 
settled in immediately available funds. We expect that secondary trading in any certificated Offered Bonds will 
also be settled in immediately available funds. 

Notices 

Notices to holders of the Offered Bonds will be given by mail to the addresses of such holders as they 
appear in the security register. 

99 



Section 285.3115 p) 
Page 155 of 182 

EXCHANGE OFFER; REGISTRATION RIGHTS 

We will enter into a rezisuation rights agreement with the initial purchasers prior to or concurrently 
with the issuance of the O l i m d  Bonds pursuant to which we will q e e .  for the benefit of the holders of the 
Offered Bonds who u e  able to make the representations described below, at our cost. to: 

file with the SEC 3 reeisrration statement relating to an offer to exchange the Offered Bonds for 
Exchaye Bonds having terms identical in a11 material respects to the Offered Bonds. 
use our commercially rexonable cffons to cause the exchange offer registration statement to be 
declared effecriic under the Securities Act. 
use our commercially reasonable cffons to keep the exchange offer registration statement 
effective until the closing of the exchange oifer, and 
use our commercially reasonable effons to complete the exchange offer on or prior to 270 days 
after the date of original issue of the Otfered Bonds. 

. 

* 

* 

* 

The ICC has approved the issuance of up to S300 million of Exchange Bonds. We expect to seek further 
approval from the ICC to issue an additional $250 million of Exchange Bonds and to obtain such approval prior 
to the effectiveness of the exchange offer registration statement. Promptly after the exchange offer registration 
statement has been declared effective under the Securities Act and we receive the required ICC approval for the 
additional $250 million of Exchange Bonds. we will offer the Exchange Bonds in exchange for the Offered 
Bonds to holders of the Offered Bonds who are not prohibited by law from participating in the exchange offer. 
We will keep the exchange offer open for not less than 20 business days, or longer if required by applicable law, 
after the date notice of the exchange offer is mailed to the holders of the Offered Bonds. For each Offered Bond 
validly tendered to us pursuant to the exchange offer and not withdrawn by the holder, the holder of such Offered 
Bond will receive an Exchange Bond having a principal amount equal to that of the rendered Offered Bond. 
Interest on each Exchange Bond will accrue from the last interest payment date on which interest was paid on the 
tendered Offered Bond in exchange rherefor or. if no interest has been paid on the Offered Bond, from the date of 
the original issue of the Offered Bond. 

letters to third parties, and subject to the immediately following sentence, we believe that the Exchange Bonds 
issued pursuant to the exchange offer may be offered for resale, resold and othewise transferred by holders 
thereof without further compliance with the registration and prospectus delivery provisions of the Securities Act. 
However, any purchaser of Offered Bonds who is one of our “affiliates,” who intends to participate in the 
exchange offer for the purpose of dismbuting the Exchange Bonds or who is a broker-dealer who purchased 
Offered Bonds from us in this offering for resale under Rule 144A or any other available exemption under the 
Securities Act ( I )  will not be able to rely on the interpretation by the staff of the SEC set forrh in the above- 
referenced no-action letters. f.3) will not be able to tender Offered Bonds in the exchange offer and (3) must 
comply with the registration and prospectus delivety requirements of the Securities Act in connection with any 
sale or transfer of the Offered Bonds, unless such sale or transfer is made pursuant to an exemption fmm.those 
requirements. 

Bonds in the exchange offer will be required to make specific representations, including that: 

Based on an interpretation of the Securities Act by the smff of the SEC set forth in several no-action 

Each holder of the Offered Bonds who wishes to exchange i s  outstanding Offered Bonds for Exchange 

it is neither one of our afftliates nor a broker-dealer tendering Offered Bonds acquired directly 
from us for its own account, 
any Exchange Bonds to be received by it will be acquired in the ordinary course of its business, 

at the time of commencement of the exchange offer, it has no arrangement with any person to 
pmicipate in the distribution (within the meaning of the Securities Act) of the Exchange Bonds. 

In addition. in connection with any resales of Exchange Bonds, any participating broker-dealer who 

* 
f and 
* 

acquired the Offered Bonds for its own account as a result of market-making activities or other trading activities 
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must deliver a prospectus meeting the requirements of the Securities Act. The SEC has taken the position that 
participating broker-dealers may fulfill their prospectus delivery requirements with respect to the Exchange 
Bonds (other than a resale of an unsold allotment from the original sale of the Offered Bonds) with the 
prospectus contained in the exchange offer regisrration statement. Lrndcr the registntion rights agreement. we are 
required to allow participating broker-dealers and other persons. if any. subject to similar prospectus delivery 
requiremenrs. to use the proSpeCNS contained in the exchange offer registration statement in connection with the 
resale of such Exchange Bonds. 

Shelf Registration 

Pursuant to the terms of rhe registration rights agreement. we n i l 1  be required 10 tile a shelf registration 
statement i 1 I if m y  chnnzes in la.*-.or the upplicablc interpretations of the sIaif of the SEC do not permit us to 
effect the e x c h u p  offer 3s contemplated in this offering memorandum. ( 2 )  if for any other reason the exchange 
offer is not completed on or prior to 270 days after the date of original issue of the Offered Bonds. (3) upon the 
request of the initial purchasers with respect to Offered Bonds held by the initial purchasers that are not eligible 
to be exchanged for Exchange Bonds in the exchange offer or (-1) if a holder of the Offered Bonds is not 
permitted by applicable law to panicipate in the eschange offer or elects to panicipate in the exchange offerbut 
does not receive Exchange Bonds pursuant to the exchange offer. 

If one of the above four events occur. we will. at our cost. 
* as promptly as practicable, tile with the SEC a shelf registration statement covering resales of the 

Offered Bonds. - use our commercially reasonable cffons to cause the shelf re3stration statement to be declared 
effective under the Securities Act on or prior to the 300th day after the original issue of the 
Offered Bonds, and 

use our commercially reasonable efforts to keep effective the shelf registration statement until the 
earliest of: (1) the time when the Offered Bonds covered by the shelf regismtion statement can be 
sold pursuant to Rule I44 under the Securities Act without any limitations under clauses (c), (e), 
(f) and (h) of Rule IU, (2) two years from the effective date of the shelf regismtion statement: 
and (3) the date on which all Offered Bonds registered under the shelf registration statement are 
disposed of in accordance therewith. 

We will, in the event of the filing of a shelf registration statement, provide to each holder of the Offered 
Bonds copies of the prospectus that is a part of the shelf regismtion statement, notify each such holder when the 
shelf registration statement for the Offered Bonds has become effective and take various other actions as are 
required to perkit unrestricted resales of the Offered Bonds. A holder of Offered Bonds who sells those offered 
Bonds pursuant to the shelf registration statement generally will be required to be named as a selling 
securityholder in the related prospectus and to &liver the prospectus to purchasers, will be subject to certain of 
the civil liability provisions under the Securities Act in connection with those sales and will be bound by the 
provisions of the registration rights agreement that are applicable to that holder (including certain 
indemnification obligations). 

Additional Interest 

The interest rate borne by the Offered Bonds will increase if: 

(1) the exchange offer is not completed on or prior to the 270th day after the original issue of the 
Offered Bonds, or 
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( 2 )  a shelf regismtion statement. if required, is not declared effective on or prior to the 300th day 
after the date of original issue of the Offered Bonds (each of the events referred to in clauses (1) 
and ( 2 )  ab01 e. a “Registration Default“). 

If one of the two Rqistrarion Defaults occurs. the interest rate borne by the Offered Bonds will be 
increased by one quaner of one percent per annum for the first quarterly period the Re, &zation Default exists. 
The interest rate will increase by an additional one quaner of one percent per annum with respect to each 
subsequent qumerly period until all Registration Defaults have been cured, up to a maximum amount for all 
Registration Defaults of one percent per annum. Cpon the cure of dl Registration Defaults m d  limited other 

~ ~~~ ~~~ 

I 

events. the accrual of Additional Interest will cease and the interest rate will automaticdly and immediately 
revert to the original rate. 

The summary of ve.ous provisions of the registration rights ageement is not complete and is subject to. 
and is qualified in its entiren by reference to. all the provisions of the registration rights ageement, a copy of 
which we will provide upon request. 

C E R T A N  UNITED STATES FEDERAL TAX CONSEQUENCES 

The following is a summary of the materid United States federal income and estate tax considerations 
relating to the purchase, ownership and disposition of the Offered Bonds, but does not purport to be acomplete 
analysis of all the potentid t s  considerations relating thereto. This s u m m e  is based upon the Internal Revenue 
Code of 1986, as amended (the ”Code”) and regulations, rulings and decisions thereunder now in effect all of 
which are subject to change. possibly on a retroactive basis. This summary deals only with holders that will hold 
the Offered Bonds as ”capital assets” (generally, property held for investment) and does not address tax 
considerations applicable to investors that may be subject to special tax rules, including financial institutions, 
tax-exempt organizations, insurance companies, dealers in securities or currencies, waders in securities that elect 
to use a mark-to-market merhod of accounting for their securities holdings, persons that will hold the Offered 
Bonds as a position in a hedging transaction, “straddle” or “conversion transaction” for tax purposes, regulated 
investment companies, real estate investment husts, or persons that have a “functional currency” other than the 
US. dollar. If a partnership holds the Offered Bonds. the tax treatment of a partner will generally depend upon 
the status of the partner and the activities of the pannership. If you are a panner of a partnership holding our 
Offered Bonds, you should consult your tax advisor. This summaq  discusses the United Stares tax considerations 
applicable only to those purchsers who purchase the Offered Bonds in the initial offering at the price to 
investors set forth on the cover page of this offering memorandum and does not discuss the tax considerations 
applicable to other purchasers of the Offered Bonds. Moreover, this summary does not discuss alternative 
minimum tax consequences. if any. or any state, local or foreign tax consequences to holders of the Offered 
Bonds. We have not sought any ruling from the Internal Revenue Service (the “IRS3 with respect to the 
statements made and the concIusions reached in the following summary, and there can be no assurance that the 
IRS will agree with these statements and conclusions. INVESTORS CONSIDERING THE PURCHASE OF 
OFFERED BONDS SHOLZD CONSULT THEIR OWN TAX ADVISORS WITH RESPECT TO THE 
APPLICATION OF THE UNITED STATES FEDERAL INCOME AND ESTATE TAX LAWS TO THEIR 
PARTICULAR SITUATIONS A S  WELL AS ANY TAX CONSEQmqCES ARISING m i E R  THE LAWS 
OF ANY STATE, LOCAL OR FOREIGN TAXING JURISDICTION OR UNDER ANY APPLICABLE TAX 
TREATY. 

i 
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United States Holders 

As used in this tax discussion. a “United States Holder“ means the beneficial owner of an Offered Bond 
that for Cnited States federal income tax purposes is: 

I 1 )  

I 2) 

an individual who is a citizen or resident of the United States: 

a corporation. or other entity tLub1e xi a corporation for United States federal income tax 
purposes. that was created or organized in or under the laws of the Cnited Stares. any state thereof 
or the District of Columbia; 

an estate the income of which is subject to United States federal income taxation regardless of its 
source: or 

2 trust (i i  i f  it is subject to the supenision of a C O U ~  within the United States and one or more 
United States persons have the authority to control all substantial decisions of the trust or (ii) that 
has a valid election in effect under applicable United Stares Treasur)- Regulations to be treated as 
a United States person. 

i 3 )  

14) 

Iirreres 

The stated interest on an Offered Bond generally will be includable in your income as ordinary income 
at the time h e  interest is received or accrued. in accordance with your method of accounting for United States 
federal income tax purposes. 

.4 ponion of the purchase price of the Offered Bonds may be attributable to interest accrued for the 
period prior to the issue date of the Offered Bonds. Consequently. the Offered Bonds should be created as havin: 
been sold for an amount that excludes any pre-issuance accrued interest. If the Offered Bonds are so treated, a 
portion of the fmt stated interest payment equal to any exchded pre-issuance accrued interest will be treated as a 
r e m  of such pre-issuance accrued interest and will not be taxable as interest on the Offered Bonds. 

Original Issue Discount 

The Offered Bonds are being issued at a discount from their principal amount at maturity. For U.S. 
federal income tax purposes. the excess of the principal amount at maturity of each Offered Bond over its issue 
price constitutes original issue discount (“OW). The issue price of each Offered Bond is the f r s t  price at which 
a subsmtial amount of the Offered Bonds are sold (other than to an underwriter. placement agent or wholesaler). 
You will be required .to include any OID in income as it accrues. in accordance with a constant yield method, 
before receipt of the cash attributable to such income. regardless of your regular method of accounting for U.S. 
federal income tax purposes. Under these rules, you will have to include in -mss income increasingly greater 
amounts of any O D  in each successive accrual period. Your original tax basis for determining gain or loss on the 
sale or other disposition of an Offered Bond will be increased by any accrued O D  included in your gross 
income. 

You.rnay elect. subject to certain limitations, to include all interest h a t  accmes on an Offered Bond in 
gross income on a constant yield basis. For purposes of this election, interest includes stated interest and OD. 
When applying the constant yield method to an Offered Bond for which this election has been made. the issue- 
price of an Offered Bond will equal your basis in the Offered Bond immediately after its acquisition ind the issue 
date of the Offered Bond will be the date of its acquisition by you. This election generally will apply only to the 
Offered Bond with respect to which it is made and may not be revoked without IRS consent. 
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Cenain Paymenrs Under Exchange Offer: Regisriation Rights 

As more fully described under “Exchange Offer: Registration Rights.” upon the Occurrence of certain 
enumerated events, we may be required to pay additional interest to you. We intend to rake the position that you 
should be required to report any additional interest as ordinary income for United States fedenl income tax 
purposes at the time it accrues or is received in accordance with your regular method of accounting. It is possible, 
however. that the IRS may d e  3 different position. in which case the timing and amount of income may be 
different. 

Sale, Ekhange or Redemption of the Offered Bonds 

Upon the sale, exchange. redemption. retirement or other taxable disposition of an Offered Bond, you 

(I)  

generally will recognize capital gain or loss equal to the difference between: 

the amount of cash proceeds and the fair market value of any property received on the sale or 
other taxable disposition (except to the extent this amount is attributable to accrued interest 
income that has not been previously included in income. which is taxable as ordinary income) and 

your adjusted tax basis in the Offered Bond. (2) 

Your adjusted ta.. basis in an Offered Bond generally will equal the amount you paid for the Offered 
Bond. less any principal payments received by you. The gain or loss will be long-term capital gain or loss if you 
held the Offered Bond for more than one year. Long-term capital gains of individuals, estates and msts are 
generally taxed at a maximum rate of 20%. The deductibility of capital losses is subject to certain limitations. 

Treatment of D e i q e d  Delivev Bonds 

We intend to take the position that the Delayed Delivery Bonds have the same characteristics for United 
States federal income tax purposes as the Initial Delivery Bonds. If the Delayed Delivery Bonds are not issued, 
amounts received by initial purchasers that are attributable to interest on the escrowed funds and the additional 
payment required to be made by us will be taxable to an initial purchaser as ordinary income. 

Exckange Offer 

The exchange of the Offered Bonds for Exchange Bonds pursuant to the Exchange Offer (please see 
“Exchange Offer: Registration Rights”) should not be an exchange or otherwise be a taxable event to a holder for 
United States federal income tax purposes. Accordingly, a holder should have the same adjusted issue price, 
adjusted basis and holding period in the Exchange Bonds as it had in the Offered Bonds immediately before the 
exchange. ’ 

Information Reponing and Backup Witkholding Tar 

In general, information reporting requirements will apply to certain non-corporate United States Holden 
with respect to payments of principal and interest (including OD)  on an Offered Bond and to the proceeds of the 
sale of an Offered Bond. and a backup withholding tax also may apply to these payments. If you are such a 
United SGtes Holder, you generally wiU be subject to backup withholding unless you provide to the appropriate 
intermediary a correct taxpayer identification number and cenain other information, certified under penalties of 
perjury, or you otherwise establish an exemption. 

Any amounts withheld from a payment under the backup withholding mles may be allowed as a credit 
against your United States federal income tax liability and may entitle you to a refund, provided that the required 
information is furnished to the IRS. 
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Non-URited States Holders 

As used in this tu discussion, a non-United States Holder means any beneficial owner of an Offered 
Bond that is not a United States Holder. The rules governing the United States federal income and estate taxation 
of a non-Vnited States Holder x e  complex. and no attempt will be made herein to provide more than a summary 
of the material aspects of those rules. Special rules may apply to a non-Cnited States Holder that is a controlled 
foreign corporation. passive foreign investment company or foreign personal holding company and therefore 
subject to special treatment under the Code. 

Puwieiir of Irireresr 

Pa! nicnts of interest (including OID) on an Offered Bond will qualify for the “ponfolio interest” 
exemption md: therefore. will not be subject to United States federal income t u  or withholding tax, provided 
that this interest income is not effectively connected with a L‘nited States trade or business conducted by you and 
provided that you: 

do not actually or constructively own 10% or more of the combined voting power of all classes of 
our stock entitled to vote; 

are not. for United States federal income tax purposes, a controlled foreign corporation related to 
us through sufficient stock ownership: 

are not a bank receiving interest described in Section S8l(c)(3)(A) of the Code; and 

you appropriately certify as to your foreign status 

( I )  

(1) 

(3 )  

t i l  

You can meet the certification requirement by providing a properly executed Form W-8BEN or 
appropriate substitute form to us, or our paying agent. If you hold the Offered Bonds through a fmancial 
institution. you may be required to provide appropriate cenifications to rhis institution. This institution will then 
generally be required to provide appropriate certifications to us or our paying agent, either directly or thmugh 
other intermediaries. Special rules apply to foreign partnerships, estates and trusts. and in certain circumstances 
certifications as to the foreign status of partners, mst owners or beneficivies may have to be provided to us or 
our paying agent. In addition, special rules apply to qualified intermediaries that enter into withholding 
agreements with the IRS. 

A non-United States Holder generally will be taxed in the same manner as a United States Holder with 
respect to interest (including OD) if the interest income is effectively connected with a United States trade or 
business of the non-United States Holder. A non-United States Holder that is eligible for the benefits of a tax 
treaty generally will be subject to United States federal income tax on “effectively connected” income or gain 
only if it is also attributable to a permanent establishment maintained by the non-United States Holder in the 
United States. Effectively connected interest received by a corporate non-United States Holder may also, under 
cenain circumstances, be subject to an additional “branch profits tax” at a 30% rate (or, if applicable, a lower 
treaty rate). Even though this effectively connected interest is subject to income fa*, and may be subject to the 
branch profits tax. it is not subject to withholding tax (unless derived through a partnership) if the non-United 
States Holder delivers IRS Form W-BECI (or successor form) to us or our agent. 

Interest income of a non-United States Holder that is not effectively connected with a United States 
trade or business and that does not qualify for the portfolio interest exemption described above will be subject to 
a withholding tax at a 30% rate (or, if applicable. a lower treaty rate). 

In the event the Delayed Delivery Bonds are not issued, amounts received by initial purchasers that are 
attributable to interest on the escrowed funds and the additional payment required to be made by us should be 
treated in a manner similar to the interest payments on the Initial Deliver). Bonds. 
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Sale, E.rchange or Redemption of rhe Offered Bonds 

You will generally not be subject to United States federal income tax or withholding tax on any gain 

(1) 

( 2 )  

realized on the sale, exchange. redemption or other disposition of an Offered Bond unless: 

the gain is dfectively connected with your conduct of a United States trade or business (except to 
the extent that an applicable treaty otherwise provides); 

you are an individual who has been present in the United States for a period or periods 
aggregating IS3 days or more during the taxable year of the disposition. and cenain other 
requirementi are met; or 

you are subject to tax pursuant to thz provisions of the Code applicable to certain United States 
expatriates. 

(3) 

Cenain U.S. federal Esrnre Tar Considerarions for  Non-hired Srares Holders 

An Offered Bond beneficially owned by an individual who is not a citiren or resident of the United 
States at the time of death will generally not be subject to United States federal estate tax. provided that the 
beneficial owner did not at the time of death actually or consuuctively own 10% or more of the combined voting 
power of all classes of our stock entitled to vote, and provided that, at the time of the beneficial owner's death, 
payments with respect to that Offered Bond would not have been effectively connected with the beneficial 
owner's conduct of a trade or business within the United States. 

Informarion Reponing and Backup Wirhholding Tar 

Payments to a non-Cnited States Holder of interest (includmp OD) on a note. and amounts withheld - 
from such payments, if any. generally will be required to be reponed to the IRS and to the non-United States 
Holder. 

United States backup withholding tax generally will not apply to payments of interest and principal on 
an Offered Bond to a non-United States Holder if the statement described in "Non-United States Holders - 
Payment of Interest" is duly provided by the holder or the holder othenvise establishes an exemption. provided 
that we do not have actual knowledge or reason to know that the holder is a United States person. 

Information reponing requirements and backup withholding tax generally will not apply to iu~y payment 
of the proceeds of the sale of an Offered Bond effected outside the United States by a foreign office of a "broker" 
(as defined in applicable United States Treasury Regu1ations):However. if the broker: 

(1) 

(2) 

(3) 

(4) 

is a United States person; 

derives 50% or more of its gross income from all sources for certain periods from the conduct of a 
United States trade or business; 

is a controlled foreign corporation as to the United States; or 

is a foreign partnership in which one or more United States persons, in the aggregate. own more 
than 50% of the income or capital interests in the partnership or is a foreign partnership that is 

. . _ _  . engaged in a trade or business in the Vuited States; 

then payment of the proceeds by the foreign office of the broker will be subject to information reporting 
requirements unless the broker has documentary evidence in its records that the beneficial owner is a non-United 
States Holder and certain other conditions are met, or the beneficial owner othenvise establishes an exemption. 
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Payment of the proceeds of any sale of 3n Offered Bond to or through the United States office of a 
foreign or US. broker is subject to information reponing and backup withholding requirements. unless the 
beneficial owner of the Offered Bond provides the statement described in ”Non-United States Holders - 
Payment of Interest” or otherwise establishes an exemption and the broker does not have actual knowledge or 
reason to h o w  that the payee is 3 United States person or thot the exemption conditions are not satisfied. 

. b y  3mounts withheld from a payment to 3 non-United States Holder under the backup withholding 
rules generally will be allowed 3s a credit against the non-Lrnited States Holder’s United States federal income 
tax liability and may entitle the non-United States Holder to a refund. provided that the required information is 
provided to the IRS. 

NOTICES TO LVVESTORS 

Each purchaser of Offered Bonds from the initial purchasers. by its acceptance of the Offered Bonds. 
will he deemed to have acknowledged, represented to and agreed with us and the initial purchasers as follows: 

( 1 )  It understands and scknowledges that: - the Offered Bonds have not been registered under thc Securities Act or any other applicable 
securities law: 

the Offered Bonds are being offered for resale in transactions not requiring registration undex 
the Securities Act or any other securities laws, including sales pursuant to Rule 144A; and 

unless so registered. the Offered Bonds may not be offered, sold or otherwise transferred 
except in compliance with the registration requirements of the Securities Act or any other 
applicable securities laws, under an exemption from the securities laws or in a transaction not 
subject to the securities laws, and in each case in compliance with the conditions for transfer 
set forth in paragraph (4) below. 

- 

(2) It is not our “affiiate,” as defmed in Rule 501(b) under the Securities Act, or acting on our behalf. 
and it is a “qualified institutional buyer,” as defined in Rule 144A (referred to as a “QIB”), and is 
aware that any sale of the Offered Bonds to it will be made in reliance on Rule 1WA and the 
acquisition will be for its own account or for the account of another QIB. 

It acknowledges that neither we, the initial purchasers nor any person representing us or the initial 
purchasers has made any representation to it with respect to us or the offering of the Offered 
Bonds. other than the information contained or incorporared by reference in this offering 
memorandum, which offering memorandum has been delivered to it. Accordingly, it 
acknowledges that the initial purchasers make no representation or warranty as to the accuracy or 
completeness of such materials. It has had access to financial and other information concerning us 
and the Offered Bonds as it has deemed necessaq in connection with its decision to purchase the 
Offered Bonds, including an oppomnity to ask questions of and request information from us and 
the initial purchasers. 

It is purchasing the Offered Bonds for its own account or for one or more investor accounts for 
which it is acting as a fiduciary or agent, in each case for investment purposes and not with a view 
to, or for offer or sale in connection with, any dismbution of the Offered Bonds in violadon of the 
Securities Act. subject to any requirement of law that the disposition of its properry or the 
property of that investor account or accounts be at all times within its or their conrml and subject 
to its or their ability to resell the Offered Bonds pursuant to Rule 144A or any other available 
exemption from registration under the Securities Act. It agrees on its own behalf and on behalf of 
any investor account for which it is purchasing the Offered Bonds, and each subsequent holder of 

(3) 

(4) 
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the Offered Bonds by its acceptance of the Offered Bonds will agree. to offer, sell or otherwise 
transfer the Offered Bonds before the date that is nvo yeus  after the later of the date of original 
issuance ot'the Offered Bonds and the last date that we or any of our affiliates was the owner of 
the Offered Bonds, or any predecessor of the Offered Bonds (referred to as the "resale restriction 
termination date") only: 

l a )  to us: 

ib)  pursuanr to a resistration statcment that has been declared effective under the Securities 
Acr: 

for so long as the Offered Bonds are elizible for resale pursuant to Rule IWA. to a person it  
reasonably believes is a QIB that is purchasing for its own account or for the account of a 
QIB LO whom notice is given that the transfer is being made in reliance on Rule IUA: 

to an institutional accredited investor purchasing for its own account or for the account of 
an institutional accredited in\-estor. in each case for investment purposes and not with a 
view to. or for offer or sale in connection with. any distribution in violation of the Securities 
Act; or 

pursuant to another available exemption from the registration requirements of the Securities 
Act. subject in each of the above cues  to any requirement of law that the disposition of its 
propem, or the property of char investor account or accounts be at all times within its or 
their control and to compliance with applicable state'securities laws. 

(c) 

(d) 

(e) 

The above restrictions on resale will not apply after the resale restriction termination date. IF any resale 
or other transfer of the Offered Bonds is proposed to be made to an institutional accredited investor before the 
resale restriction termination date. the transferor shdl deliver to us and the Trustee a letter From the transferee 
substantially in the form prescribed in the Supplemental Indenture governing the Offered Bonds, which must 
provide, among other chines. that the transferee is an institutional accredited investor that is acquiring the Offered 
Bonds for investment purposes and not with a view to, or for offer or sale in connection with, any distribution in 
violation of the Securities Act. Each purchaser acknowledges that we and the Trustee reserve the right before any 
offer. sale or other transfer of the Offered Bonds before the resale restriction termination date according to 
clauses (d) or (e) above to require the delivery of an opinion of counsel, certifications and/or other information 
satisfactory to us and the Trustee. 

Each purchaser acknowledges that each cenificate representing an Offered Bond will contain a legend 
substantially to the following effect: 

THIS SECURITY HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS 
AMENDED (THE "SECURITIES ACT"), OR THE SECURITIES LAWS OF ANY STATE OR OTHER 
IURISDICTION. NEITHER THIS SECURITY NOR ANY INTEREST OR PARTICIPATION HEREIN MAY 
BE REOFFERED. SOLD, ASSIGNED. TRANSFERRED,.PLEDGED, ENCUMBERED OR OTHERWISE 
DISPOSED OF IN THE ABSENCE OF SUCH REGIS7&4TION OR UNLESS SUCH TRANSACTION IS 
wwr FROM, OR NOT SUBJECT TO, SUCH REGISTRATION: 

THE HOLDER OF THIS SECURITY, BY lTS ACCEPTANCE HEREOF, AGREES ON ITS OWN 
BEHALF AND ON BEHALF OF ANY INVESTOR ACCOUNT FOR WHICH IT HAS PURCHASED 
SECQITIES,  TO OFFER, SELL OR OTHERWISE TRAiiSFER SUCH SECURITY, PRIORTO THE D A E  
(THE "RESALE RESTRICTION TERiiINATION D A W )  THAT IS TWO YEARS AFIFR THE LATER OF 
THE ORIGINAL ISSUE DATE HEREOF AND THE LAST DATE ON WHICH ILLINOIS POWER 
COMPANY (THE "COiWh\T") OR ANY AFFILIATE OF THE COMPANY WAS THE OWNER OF THIS 
SECURITY (OR it\iY PREDECESSOR OF SUCH SECURITY), ONLY (A) TO THE COMPANY, (B) 
PURSUANT TO A REGISTRATION STATEMEN' THAT HAS BEEN DECLARED EFFECTIVE UNDER 
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1 
THE SECURITIES ACT. (C)  FOR SO LONG AS THIS SECURITi IS ELIGIBLE FOR RESALE P U R S U A i i  
TO RLTE 1 U A  UNDER THE SECURITIES ACT. TO A PERSOS IT RE.ASONABLY BELIEVES IS A 
"QUALIFIED IXSTITCTIOS.lL BUYER AS DEFINED IX RCLE I U A  UNDER THE SECURITIES ACT 
THAT PURCHASES SUCH SECURITY FOR ITS OWN .ACCOL3T OR FOR THE ACCOUNT OF A 
QUALIFIED 1NSTITUTION.X BUYER TO WHOM NOTICE IS GIVEN THAT THE TRAXFER IS BEING 
MADE IX RELLANCE ON RLTE 11-1.A. (D) TO AN INSTIT~~IOS.X".ACCREDITED LYVESTOR" 
WITHIN THE MEAV'ING OF RULE jOI(a1(1). (2). (3) OR (7) L D E R  THE SECURITIES ACT THAT IS A\ 
INSTlXTIONAL ACCREDITED ISVESTOR ACQUIRIYG THE SECCRITY FOR ITS OWN ACCOUNT 
OR FOR THE ACCOUNT OF .-\l\iOTHER ISSTITUTIONAL .ACCREDITED INVESTOR. LU EACH CASE. 
FOR IhTEST3IE.W PURPOSES AND NOT WITH A VIEW TO OR FOR O m R  OR SALE IN 

I 
1 

CONNECTION WITH ANY DISTRIBUTION IN VIOLATION OF rrfE SECURITIES ACT. OR (E) 
PURSC.WT TO XVOTHER AVAILABLE E~XEMPTION FROM rriE REGISTRATION REQUIREMENTS 
OF THE SECURITIES ACT. SUBJECT TO THE CObPXVYS XD THE TRUSTEE'S RIGHT PRIOR TO 
Ah" SCCH OFFER, SALE OR T I U N F E R  (i) PURSUAX TO CL.\USES (D) OR (E) TO REQUIRE THE 
DELIVERY OF AU OPI,MOS OF COUNSEL. CERTIFICATION X\D/ OR OTHER INFOR\IATION 
SATISF,ACTORY TO EACH OF THEM, AND (ii) IN EACH OF THE FOREGONG CASES, TO REQUIRE 
THAT A CERTIFICATE OF TRLVSFER IN THE FORM ;\PPEXRL'iG ON THIS SECURITY IS 
COMPLETED AXD DELIVERED BY THE TRXVSFEROR TO THE TRUSTEE. THIS LEGEND WILL BE 
REMOVED UPON THE REQLXST OF THE HOLDER XFIER THE RESALE RESTRICTION 
TERMINATION DATE. 

(5 )  It acknowledges that we. the initial purchasers and o t h a  will rely upon the rmth and accuracy of 
the above acknowledgments. representations. warranties and ageernents and a-gees that, if any of 
the acknowledgments, representations, warranties or agreements deemed to have been made by it 
by its purchase of Offered Bonds is no longer accurate. it shall promptly notify us and the initial 
purchasers. If it is acquiring any Offered Bonds as a fiduciary or agent for one or more investor 
accounts, it represents that it has sole investment discreion with respect to each of those accounts 
and that it has full power to make the above acknowledgments, representations,-waanties and 
agreements on behalf of each account. 

It acknowledges that the Trustee will not be required to accept for registration any Offered Bonds 
acquired by it except upon presentation of evidence satisfactory to us and the Trustee that the 
restrictions set forth in this section have been complied with. 

It agrees to give each person to whom it transfers Offered Bonds notice of any restrictions on 
transfer of such Offered Bonds. 

The purchaser shall not sell or otherwise transfer such Offered Bonds to, and each purchaser 
represents and covenants that it is not acquiring the Offered Bonds for or on behalf of, a pension 
or welfare plan (as defined in Section 3 of the Employee Retirement Income Security Act of 1974, 
as amended ("ERISA") or plan as defined in Section 4975 of the Code (collectively, a "Plan"). 
except that such a purchase for or on behalf of a Plan shall be permitted 

(a) to the extent such purchase is made by or on behalf of a bank collective investment fund 
maintained by the purchaser in which no Plan (together with any other Plans maintained by 
the same employer or employee organization) has an interest in excess of ten percent of the 
total assets in such collective investment fund and the conditions of Section IIl of the 
Prohibited Transaction Class Exemption 91-38 issued by the Department of Labor are 
satisfied; 

to the extent such purchase is made by or on behalf of an insumce company pooled 
separate account maintained by the purchaser in which no Plan (together with any other 
Plan maintained by the same employer or employee organization) has an interest in excess 

(6) 

(7) 

(8) 

(b) 
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of ten percent of the total m e t s  in such pooled separate account and the conditions of 
Section III of the Prohibited Transaction Class Exemption 90-1 issued by the Department of 
Labor are satisfied; 

to the extent such purchase is made on behalf of a Plan by (a) an investment adviser 
registered under the Invesunent Advisers Act of 1940 that has as of the last day of its most 
recent fiscal year total client =sets under its management and conuol in excess of 
$50.000.000 and had stockholders’ or partners’ equity in excess of 5750,WO as shown in its 
most recent balance sheet prepared in accordance with generally accepted accounting 
principles. (b) a bank 
1940. that has the power to manage, acquire or dispose of assets of a Plan. with equity 
capital in excess o€$1.000.000 as of the last day of its most recent fiscal year. (c) an 
insurance company that is qualified under the laws of more than one state to manage. 
acquire or dispose of any assets of a Plan and that has as of the last day of its most recent 
fiscal !ear. net worth in excess of $1,000,000 and that is subject to supervision and 
examination by a state authority having supervision over insurance companies, or (d) a 
savings and loan association. the accounIs of which are insured by the Federal Deposit 
Insunnce Corporation, that has made application for and been granted trust powers to 
manage. acquire or dispose of =sets of a Plan by a State or Federal authority having 
supemision over savings and loan associations. which savings and loan association has, as 
of the last day of its most receni fiscal year. equity cqpital or net wonh in excess of 
$ 1 , O ~ . o o O  and, in any case. such investment advisei, bank, insurance company or savings 
and loan is otherwise a “qualified professional asset manager,” as such term is used in 
Prohibited Transaction Class Exemption 84- 14 issued by the Department of Labor, with 
respect to such Plan, and the =sets of such Plan managed by such investment advisor, bank, 
insurance company or savinss and loan, when combined with the assets of other Plans 
established or maintained by the same employer (or affdiate thereof, as defined in such 
exemption) or employee organization and managed by such investment advisor, bank, 
insurance company or savings and loan do not represent more than 20% of the total client 
assets managed by such investment adviser, bank, insurance company or savings and loan 
and the conditions of Part I of such exemption are satisfied; 

to the extent such Plan is a governmental plan (as defined in Section 3 of ERISA) that is not 
subject to the provisions of Title I of ERISA or Section 4975 of the Code; 

to the extent such Plan is maintained outside of the United States primarily for the benefit 
of persons substantially all of whom are nonresident aliens and such ERISA plan is not 
subject to the provisions of Title I of ERISA or Section 4975 of the Code; 

to the extent such purchase is made by or on behalf of an insurance company with assets in 
its insurance company general account, and the conditions of Prohibited Transactions Class 
Exemption 95-60 issued by the Department of Labor are satisfied; or 

to the extent such purchase is made-on behalf of a Plan by an in-house asset manager’and 
the conditions of Part I of Prohibited Transactions Class Exemption 96-23 issued by the 
Department of Labor are satisfied. 

defined in Section 102(a)(2) of the Investment Advisers Act of 
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PLAN OF DISTRIBUTIOS 

We intend to offer the Offered Bonds through the initial purchasers. Menill Lynch. Pierce, Fenner & 
Smith Incorporated and Credit Suisse First Boston Corporation are acting as initial purchasers. Subject to the 
terms and conditions contained in a purchase agreement between us and the initial purchasers. we have agreed to 
sell to the initial purchasers. and the initial purchasers severally have agreed to purchase from us. the principal 
amount of the Offered Bonds listed opposite their names below. 

Rincipal 
Initial F’urcbasPr .%mount 

Incorporated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5~09.000.000 

Total . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . .  

llerrill Lynch. Pierce. Fcnner & Smith 

Credit Suissc First Boston Corporation . . . . . . . .  

The initial purchasers hare agreed to purchase all of the Offered Bonds being sold pursuant to the 
purchase agreement if any of thesc Offered Bonds are purchased. If an initial purchaser defaults. the purchase 
agreement provides that the purchase commitments of the nondefaulting initial purchaser may be increased or the 
purchase agreement may be terminated. The initial purchasers have advised us that they propose initially to offer 
the Offered Bonds directly to investors at the price listed on the cover page of this offering memorandum. 

!Ve have agreed to indemnify the initial purchasers against certain liabilities. includin, 0 liabilities under 
the Securities Act. or to contribute to payments the initial purchasers may be required to make in respect of those 
liabilities. 

The initial purchasers are offering the Offered Bonds, subject to prior sale, when, as and if issuedto and 
accepted by them. subject to approval of legal matters by their counsel. including the validity of the Offered 
Bonds. and other conditions contained in the purchase a,qement, such as the receipt by the initial purchasers of 
officer’s certificates and legal opinions. The initial purchasers reserve the right to withdraw, cancel or modify 
offers to investors and to reject orders in whole or in part. 

The expenses of the offering, not including the initial purchasers’ discount, are estimated to be 
approximately $2.4 million and u e  payable by us. 

Offered Bonds are not Being Registered 

‘fhe initial purchasers propose to offer the Offered Bonds for resale in transactions not requiring 
’ regisuation under the Securities Act or applicable state securities laws, including sales pursuant to Rule 144A. 

The initial purchasers will not offer or sell the Offered Bonds except to persons they reasonably believe to be 
qualified institutional buyers. 

Each purchaser of the Offered Bonds will be deemed to have rrade acknowledgments, representations 
and agreements as described under “Notices IO Investon.“ 
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New Issue of Offered Bonds 

The Offered Bonds are 3 new issue of securities with no established trading market. We do not intend to 
apply for listing ofthe Offered Bonds on any national securities exchange or for quotation of the Offered Bonds 
on any automated dealer quowtion system. The initial purchasers hare advised us that they presently intend to 
make a market in the Offered Bonds after completion of this offering. However. they are under no obligation to 
do so and. may discontinue ann). market-making activities at any time without any notice. 

The Offered Bonds are expected to be eligible for trading in the P o n a P  blxket, the National 
Association of Securities Dedsrs' market for designated securities throuzh an automated quotation and 
communication system that iacilitates private offerinzs. resales. trading. cle~~ring and settlement of securities 
eligible for resale under Rule I U X .  However. that docs not znsure that a liquid or active public tradin, 0 market 
for the Offered Bonds will develop. If an active tradinz market for the Offered Bonds does not develop, the 
market price and liquidity ofrhe Offered Bonds may be adversely affected. If the Offered Bonds are traded, they 
may trade at a discount from their initial offering price. depending on prevailing interest rates. the market for 
similar securities, our pedonnance. Dynegy's financial condition and other factors. 

Price Stabilization and Short Positions 

In connection with the offering. the initial purchasers may engage in transactions that stabilize the 
market price of the Offered Bonds. Such transactions consist of bids or purchases to peg, fix or maintain the price 
of h e  Offered Bonds. If the initial purchasers create a short position in the Offered Bonds in connection with the 
offering, Le.. if they sell more Offered Bonds than are listed on the cover page of this offering memorandum, the 
initial purchasers may reduce that short position by purchasing Offered Bonds in the open market. Purchases of a 
security to stabilize the price or to reduce a short position may cause the price of the security to be hi, .her than it 
might be in the absence of such purchases. 

Neither we nor the initial purchasers make any representation or prediction as to the direction or 
magnitude of any effect that the transactions described above may have on the price of the. Offered Bonds. In 
addition, neither we nor the initial purchasers make any representation that the initial purchasers will engage in 
these transactions or that these uansactions. once commenced, will not be discontinued without notice. 

Other Relationships 

The initial purchasers and their affiliates have engaged in, and may in the future engage in. investment 
banking and other commercial dealings in the o r d i n q  course of business with us. Additionally, Credit Suisse 
First Boston Corporation has been engaged by Dynegy, our indirect parent, as a restructuring advisor. They have 
received customaq fees and commissions for these transactions. 

LEGAL OPINIONS 

Schiff Hardin & Waite. Chicago. Illinois, Vinson & Elkinr L.L.P., Houston, Texas and Joseph L. 
Lakshmanan. Assistant General Counsel of Illinois Power, will pass upon certain legal matters for us in 
connection with the Offered Bonds. Baker Botts L.L.P. will pass upon certain legal matters for the initial 
purchasers in connection with the Offered Bonds. Baker Bons L.L.P. has performed. and concinues to perform, 
significamlegal services for Dynegy, including matters relating to litigation arising out of the merger a-geement 
between Dynegy, Enron and their respective affiliates, Dynegy's regulatory investigations and shareholder 
liagation as well as its ongoing restructuring initiatives. 
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INDEPEADENT ACCO tiNT.%STS 

The audited consolidated financial Statements of Illinois Poitsr Cdmpany and subsidiaries as of and for 
the years ended December 3 I .  2000 and 1001. incorporated by referenc; into this offering mtmor3ndum. have 
been audited by Arthur .Anderscn LLP. independem public xcountmts. s indiated in their repon with respect 
thereto: however. .Arthur .Andenen has not consented to our incorporation by reference o f  these repons. Because 
of Anhur .Andersen’s current ilnmcial position. inxestors in the Offered Bonds may not be able to recover 
against .inhur Andersen for m y  claims they may have under securities or orher laws as 3 result of Anhur 
Andersen’. activities during the period i n  which it acted as our independent public accountants. Please read “Risk 
Factors - Your ability to r e c o w  from our former auditors. Arthur .kr,d?rsen LLP. fur any potentid financial 
misstatements is: limited.” 

?-- L ..i 1 ;iinsolidatd f i n m i i d  statements of Illinois Power Company for the year ended December 31, 
1999. incQrporJted into this offering memorandum by reference tu th? .Annual Report on Form 10-K for the y e s  
ended Dezmber 3 1.2001. have been audited by PricewaterhouseCooFsrs LLP. independent accountants. as 
stated in &eir report appexing therein. 

CHANGE IN ACCOUNTANTS 

Prior to February I. 2000. we engaged PricewaterhouseCoopers LLP as our independent accountants. 
On Februu?. I .  3000. we dismissed PricewaterhouseCoopers LLP as our independent accountants effective upon 
the completion of PricewaterhouseCoopers L L P s  audit of our financial statements as of and for the year ended 
December 31. 1999. PricewaterhouseCoopers LLP’j repons on our financial statements as of and for the years 
ended December 31, 1999 and 1998 contained no adverse opinion or disclaimer o f  opinion, and were not 
qualified or modified as to uncertainty, audit scope or accounting principle. However, such reports contained 
explanatop paragraphs discussing (a) the Dynegy-Illinova merger on February I, 2000, (b) the 1998 impairment 
of long-lived assets due to a commitment to exit nuclear operations. (cI a quasi-reor, uanization effected in 
December 1998, (d) the 1998 adoption of the provisions of Statemenr oiFinancial Accounting Standards No. 
133. “Accounting for Derivatives and Hedging Activities” and Emerging Issues Task Force Statement 98-10, 
“Accounting for Energy Trading and Risk Management Activities“ and (e) the discontinuance during 1997 in 
applying the provisions of Statement of Financial Accounting Standards Yo. 71. “Accounting for the Effects of 
Certain Types of Regulation” for the generation segment of our business. The decision to change accountants 
was approved by our Board of Directors in connection with the consummmion of the Dynegy-Illinova merger. 

In connection with its audits of our financial statements as of and for the years ended December 31, 
1999 and 1998 and through March 30.2000, there were no disagreements between Pricewaterhousecoopers LLP 
and US on my matter of accounting principles or practices. financial statement disclosure, or auditing scope or 
procedure. which disagreements. if not resolved to the satisfaction of PricewaterhouseCoopers LLP. would have 
mused them to make reference to the subject matter of the disageemenrs in connection with their reports on our 
financial statements as of and for the years ended December 31.1999 and 1998. 

Sone of the “reponable events” described in Item 30J(a)( l)(vI of Regulation S-K occurred with respect 
to us within the years ended December 31. 1999 and 1998 and through .\.larch 30,2000. We requested that 
PricewaterbouseCoopers LLP furnish us with a letter addressed to the SEC stating whether or not it agrees with 
the above statements. We tiled a copy o f  such letter agreeing with such statements with the SEC on April 6.2000 
as an exhibit to a Current Repon on Form 8-WX. 

(31 F e b m q  I ,  2000, we engaged Arthur Xndersen LLP as our new independent accountants. During 
the years ended December 31, 1999 and 1998 and through March 30,2000. we did not consult Arthur Andersen 
regarding cither (i) the application of accounting principles to a specified transaction, either completed or 
proposed. or the type of audit opinion that might be rendered on our financial statements, and neither a wrinen 
repon nor oral advice w3s provided to us chat Arthur Andersen concluded was an imponant factor considered by 
us in reackng a decision as to the accounting, auditing or financial issue: or (ii) any matter that was either the 
subject of a disagreement, as that term is defined in Item 3oJ(a)(l)(iv) of Regulation S-K and the related 
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instructions to Item 304 of Resulation S-K. or a reponable event. as that term is defined in Item 30J(a)( l)(v) of 
Regulation S-K. 

On March 15.2002. we dismissed .Anhur Andenen upon completion of Anhur Andersen‘s audit of our 
financial statements as of and for the year ended December 31.2001. Anhur Andenen’s reports on our financial 
statement? as of and for the years ended December 3 1.2001 and 1000 contained no adverse opinion or disclaimer 
of opinion. and were not qualified or modified as to uncertainty. audit scope or accounting principle. The 
decision to change accountants was approved by our Board of Directors. 

In connection with its audits of our financial statements as of and for the years ended December 31. 
2001 and 2000 and through the date of Anhur .Andersen‘s dismissal. there were no disagreements with Arthur 
Andersen on m y  matter of accounting principles or practices, financial statement disclosure. or auditing scope or 
procedure, which disagreements. if not resolved to Anhur Andersen’s satisfaction. would have caused them to 
make reference to the subjec: matter of the disagreement in connection with their reports on our financial 
statements as of and for the !-?ars ended December 31.2001 and 2ooO. 

None of the “repomble events” described in Item 304(a)( l)(v) of Regulation S-K occurred with respect 
to us within the years ended December 31.2001 and 2000 and through the date of Arthur Andersen’s dismissal. 
We requested that Arthur Andcrsen furnish us with a letter addressed to the SEC stating whether or not it agrees 
with the above statements. tVe filed a copy of such letter agreeing with such,statements with the SEC on April 4. 
2002 as an exhibit to a Current Report on Form 8-K. 

On 31arch 15,2002. n e  engaged PricewaterhouseCoopers LLP as our independent accountants. During 
the years ended December 3 1.2001 and 2ooO and through the date of . M u r  Andersen’s dismissal. we did not 
consult PricewaterhouseCoopers regarding either (i) the application of accounting principles to a specified 
transaction. either completed or proposed, or the type of audit opinion that might be rendered on our financial 
statements. and neither a written report nor oral advice was provided to us that PricewaterhouseCoopers U P  
concluded was an important factor considered by us in reaching a decision as to the accounting, auditing or 
financial issue; or (ii) any matter that was either the subject of a disa,geement, as that term is defined in Item 
304(a)( l)(iv) of Regulation S-K and the related instructions to Item 3C4 of Regulation S-K, or a reportable event 
as that term is defined Item 3Wfa)(l)(v) of Regulation S-K. 

i 
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WHERE YOU CAN FIND MORE lhTOR\IATION 

iVe and our indirect parent company. Dynegy Inc.. file annud. quanerly and special repons and other 
information with the SEC under the Exchange Act. The SEC maintains a web site that contains reports and other 
information about issuers. like us and Dynegy. who file reports electronically with the SEC. The address of that 
site is hcrp:llwww.sec.gov. You jhould refer to this site for additional information about us and Dynegy. You 
may also read and copy this information 31 the Public Reference Room of the SEC. 450 Fifth Street. X.W.. Room 
1024. IVashington. D.C. 20549. or obtain copies of this information by mail from the SEC Public Reference 
Room 31 ?rescribed rates. You ma). obtain information on the operation of the Public Reference Room by calling 
the SEC 31 t SOO) SEC-0330. 

m ~ninrporatin~ h:- reference into this offerinp memorandum the information we file with the SEC. 
which means: 

incorporated documents are considered part of this offering memorandum: 

we can disclose important information to you by referring you to those documents: and 

information that we file with the SEC will automatically update this offering memorandum - 
IVe incorporate by reference into this offering memorandum &e following documents. which we have 

previously filed with [he SEC under the Exchange Act: 

* 

* 

our Annual Report on Form 10-K far the year ended December 31.1001: 

our Quarterly Reports on Form IO-Q for the quarters ended March 3 1.2002. June 30,1002 and 
September 30,?001. as amended; and 

our Current Reports on Form 8-K fded on February 28,2002. April 3,2002, April -1.2002, July 24. 
2002. August 14.2002, October 23.2002 and December 11.2002. 

* 

\Ve also incorporate by reference each of the documents that we file in the future with the SEC under 
Sections 13(a), 13(c). I4 or l j(d) of the Exchange Act until all the Offered Bonds have been sold. 

Any statement conmined in a document incorporated by reference herein shall be deemed to be modified 
or superseded for all purposes to the extent that a statement contained in this offering memorandum, or in any 
other subsequently filed document which is also incorporated or deemed to be incorporated by reference, 
modifies or supersedes such statement. Any statement so modified or superseded shall not be deemed, except as 
so modified or superseded. to constitute a part of this offering memorandum. 

We have agreed that, for so long as any Offered Bonds remain outstanding, if we are not subject to the 
informational requirements of Section 13 or 15(d) of the Exchange Act, we will furnish to holders and beneficial 
ownen of the Offered Bonds and to prospective purchasers designated by such holders the information required 
to be delivered pursuant to Rule 144A(d)(4) under the Securities Act to permit compliance with Rule 144A in 
Connection With resales of the Offered Bonds. 

Y O U  may request a copy of these filings (other than an exhibit to a f i l i g  unless that exhibit is 
specifically incorporated by reference into that filing) at no cost. by writing or telephoning our indirect parent 
company at the following address: 

Dynegy Inc. 
1000 Louisiana Street, Suite 5800 
Houston, Texas 77002 
Attention: Investor Relations 
(7 13) 507-6400 
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$550,000,000 

Illinois Power Company 

1195% Mortgage Bonds due 2010 

O F F E R I N G  M E M O R A N D U M  

Joinr Book-Running Nanagers 

Merrill Lynch & Co. 

Credit Suisse First Boston 

December 17,2002 


